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22 S a nta  Cruz Wa te r Compa ny, LLC; P a lo Ve rde  Utilitie s  Compa ny, LLC, Globa l Wa te r -

23 S a nta  Cruz Wa te r Compa ny a nd Globa l Wa te r -. P a lo Ve rde  Utilitie s  Compa ny (colle ctive ly,

24 "Globa l Utilitie s ") re ply in s upport of the ir cros s -motion to compe l a nd the ir cros s -motion for a

25 prote ctive  orde r. The  cros s -motions  re la te  to  Arizona  Wa te r Compa ny's  ("AWC") Motion to

26 Compe l. In addition, the  Globa l Utilitie s  re spond to the  Decla ra tion a tta ched to AWC's  Reply.
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GLOBAL UTILITIES' REPLY IN SUPPORT

OF THEIR CROSS-MOTION TO COMPEL

AND CROSS-MOTION FOR PROTECTIVE ORDER
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1 1 . Preliminarv Statement.
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This  docke t involve s  compe ting a pplica tions  for a  Ce rtifica te  of Conve nie nce  a nd

Ne ce s s ity. Both the  ce ntra l fla w in AWC's  dis cove ry motions  is  tha t AWC is  cons ta ntly ta king

diffe rent pos itions  on the  s ame is sues . AWC argues  tha t the  Global Utilities  should be  compelled

to provide  various  documents . Ye t AWC re fus e s  to provide  the  s a me  informa tion a bout its e lf,

a rguing tha t the  informa tion is  not re le va nt. Eithe r the  conte s te d informa tion is  re le va nt to

e va lua ting the  fitne s s  of a  utility to s e rve , or it is  not. AWC ca nnot ha ve  it both wa ys  on the s e

items .8
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AWC is  the  chie f riva l a nd ma in compe titor of the  Globa l Utilitie s . For this  re a s on, the

Glo b a l Utilitie s  s h o u ld  n o t b e  fo rce d  to  re ve a l th e ir co mp e titive ly s e n s itive  co n fid e n tia l

informa tion to  the ir ma in compe titor. Bu t if the  Globa l Utilitie s  a re  fo rce d  to  p rovide  th is

informa tion to AWC, the n the  Commis s ion s hould a dopt a  prote ctive  orde r to s a fe gua rd the

confide ntia lity of the se  ma te ria ls  a nd to block AWC's  e xe cutive s  from re vie wing it.

14 11. Replv in Support of Global Utilities' Cross-Motion to Compel.
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AWC obje cts  tha t Globa l ha s  not provide d va rious  ite ms  for months . AWC is  like  the

prove rbia l pot ca lling the  ke ttle  bla ck. The  Globa l Utilitie s ' firs t s e t of da ta  re que s ts  to AWC wa s

sent on September 22, 2006. More  than nine  months  ha s  e lapsed without a  re sponse  from AWC

on many of the se  items . AWC now appea rs  to concede  tha t it mus t provide  many of the se  items .

Howe ve r, s e ve ra l dispute s  re ma in. The s e  dis pute s  la rge ly involve  AWC ta king a  pos ition in

re sponse  to the  cros s -motion to compe l tha t is  dire ctly contra ry to the  pos ition it ta ke s  in its  own

motion to compe l. AWC s imply cannot have  it both ways  on the se  items .

For e xa mple , in  its  motion  to  compe l, AWC cla ims  tha t fina ncia l in forma tion  a bout

a ffilia te s  is  vita l to e va lua ting the  fitne s s  of a  utility. But in the  re s pons e  to the  cros s -motion to

compe l, AWC a rgue s  tha t the  fina ncia l informa tion of its  own a ffilia te s  is  irre le va nt. Eithe r

a ffilia te  fina ncia l informa tion is  re le va nt or it is  not. The  Globa l Utilitie s  would be  conte nt if

ne ithe r pa rty ha s  a cce s s  to a ffilia te  fina ncia l informa tion. Howe ve r, if the y a re  compe lle d to

27
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provide  s uch informa tion, the n AWC s hould  be  compe lle d  to  re s pond to  the  da ta  re que s ts

concerning the  financia l da ta  of its  a ffilia te s .1

Like wis e , AWC de ma nds  tha t the  Globa l Utilitie s  cre a te  ne w fina ncia l a na lys is , while

re fus ing to do the  s a me  its e lf. In pa rticula r, AWC a s k tha t the  Globa l Utilitie s  be  compe lle d to

prepa re  a  financia l ana lys is  of the  cos t savings  of integra ted utilitie s . Ye t AWC re fuses  to prepa re

fina ncia l a na lys e s  of its  own in re s pons e  to da ta  re que s ts  from the  Globa l Utilitie s . Aga in, the

Globa l Utilitie s  would be  conte nt if ne ithe r pa rty is  compe lle d to pre pa re  such s tudie s . But if the

Globa l Utilitie s  a re  compe lle d to pre pa re  s tudie s  in re s pons e  to AWC's  da ta  re que s ts , AWC

should be compelled to do the  same.2

While  offe ring a cce ss  to va rious  docume nts , AWC de ma nds  tha t Globa l pa y the  copying

cha rge s . AWC's  de ma nd is  incons is te nt with its  own conduct in this case. AWC de ma nds  tha t

the  Globa l Utilitie s  provide  copie s  of va rious  docume nts  (s uch a s  the ir CAAG 208 pla n or the

ICFAs ) a t Globa l's  e xpe ns e . The  Globa l Utilitie s  a gre e d to do s o. Dis cove ry ha s  proce e de d

throughout this  case  on the  bas is  tha t the  producing pa rty bea rs  copying cos ts . There  is  no reason

to change course  now.

AWC obje cts  to lis ting litiga tion it ha s  be e n e mbroile d in.3 Inquire s  into pa s t litiga tion a re

a  rou tine  pa rt o f c ivil d is cove ry be ca us e  prio r litiga tion  ca n  ofte n  le a d  to  the  d is cove ry of

a dmiss ible  e vide nce . Inde e d, AWC conce de s  tha t the  Globa l Utilitie s  ca n re ce ive  copie s  of

docume nts  in ce rta in s pe cific litiga tion involving pa rticula r pa rtie s . He re , the  Globa l Utilitie s

s imply se e k a  lis t of prior litiga tion. AWC should be  compe lle d to provide  the  lis t.

AWC ob je c ts  to  p rovid ing  "na rra tive  h is to rie s " a bou t its  a ccomplis hme n ts ,  if a ny,

regarding recla imed wate r and recharge  wells .4 While  the  phrase  may be  awkward, the  ques tion

1 Global Data Requests No. 1.53, 1.66, 1.67, 1.70, 1.71, 3.2.

z Global Data Requests No. 2.4 and 2.5.

3 Global Data Request 1.6.

4 Global Data Request 1.19 and 1.25.
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s imply ca lls  for a  brie f de s cription or s umma ry. S uch que s tions  a re  a  routine  pa rt of dis cove ry,

and AWC should be  compelled to respond.

AWC a lso re iiuse s  to describe  its  discuss ions  with ADWR about the  extens ion a rea  in this

ca s e .5 S uch dis cus s ions  could conta in highly re le va nt ma te ria l, a nd AWC s hould the re fore  be

compe lled to disclose  this  informa tion.

AWC's  s ta te me nt re ga rding da ta  re que s t 1.95, which conce rns  communica tions  with

AW C s ta te s  th a t it h a s  "n o  o th e rpote ntia l wa s te wa te r provide rs , is  s ome wha t uncle a r.

if AWC ha s  ha d  no  communica tions  with  po te n tia l p rovide rs ,  a  s hortcommunications"

s ta tement to tha t e ffect would suffice .

III. Reply in  s upport of c ros s -motion for a  protec tive  orde r.

>-I
D-1

m Q

3 §

E §

E§§3§%
82"§3§
338838
988888

3 §

5

6

7

8

9

10

11

12

13

14

8 15

=8 16

17

18

19

20

21

22

23

24

25

26

27

O

AWC cla ims  tha t the  proposed protective  orde r would not a llow Commiss ion S ta ff or S ta ff

Couns e l a cce s s  to the  confide ntia l informa tion. Tha t is  not corre ct. The  ce ntra l the me  of the

cros s -motion wa s  tha t AWC is  Globa l's  ma in compe titor, a nd AWC's  s hould the re fore  not be

a llowe d a cce s s  to  compe titive ly s e ns itive  a nd confide ntia l informa tion. The re  is  a  s ha rp

dis tinction be twe e n providing informa tion to gove rnme nt e mploye e s  a nd providing the  s a me

informa tion to a  ma jor compe titor. In othe r words , Me  prote ctive  orde r would be  limit a cce s s  by

AWC's  inte rna l pe rs onne l. S uch s pe cia l prote ctions  would not be  ne e de d for S ta ff, who would

have  access  to such information under s tandard confidentia lity protections .

The  Globa l Utilitie s  will withd ra w the  re que s t tha t AWC's  couns e l be  ba rre d  from

access ing the  compe titive ly sens itive  ma te ria l. Howeve r, AWC's  own executive s  should not have

access  to this  highly sens itive  informa tion about the ir compe titor. Accordingly, to the  extent tha t

the  Globa l Utilitie s  a re  compe lled to produce  any of the  compe titive ly sens itive  da ta , they reques t

tha t the  Commiss ion adopt a  protective  orde r requiring tha t the  da ta  be  kept confidentia l and tha t

AWC's  e mploye e s  be  ba rre d from a cce s s ing this  da ta . The  prote ctive  orde r s hould gove rn the

exchange  of a ll confidentia l da ta  by the  parties  in this  case .

5 Gloal Data Request 1.11 .
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Iv. Response to Declaration of Joseph D. Harris.
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The  is s ue s  ra is e d in the  Ha rris  de cla ra tion we re  not ra is e d in AWC's  origina l motion to

compe l. Accordingly, the  Globa l Utilitie s  provide  a  brie f re sponse . Atta che d is  the  de cla ra tion of

Cindy Lile s , who re s ponds  to the  points  ra is e d by Mr. Ha rris . As  Ms . Lile s  e xpla ins , AWC ha s

be e n give n a cce s s  to the  journa l e ntrie s  of S a nta  Cruz Wa te r Compa ny. AWC ne ve r re que s te d

a cce ss  to the  journa l e ntrie s  of P a lo Ve rde  Utilitie s  Compa ny. AWC did not de scribe  in a dva nce

the  records  they were  seeking, so it took some  time  to re trieve  them. The  de lay was  compounded

be ca use  the  re que s te d da ta  conce rne d time  pe riods  whe n Globa l switche d a ccounting sys te ms .

While  AWC compla ins  a bout how long the  ins pe ction took, AWC ha s  e s s e ntia lly conducte d a n

on-site  audit, so it should be  no surprise  tha t severa l days were  needed. In the  end, AWC has been

given acce ss  to Santa  Cruz's  journa l entrie s , and Ms . Lile s  and othe r Globa l employees  provided

explana tions  of items ques tioned by AWC.

RES P ECTFULLY S UBMITTED this  20th da y of July 2007.

D
1 4 ROSHKA DEWULF & PATTEN, PLC

l

By 4/"LG I
Micha e l . Pa tten
Timothy J . Sabo
Jason D. Ge llman
One  Arizona  Cente r
400 East Van Buren Stree t, Suite  800
P hoe nix, Arizona  85004
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Copies  of the  foregoing hand-de live red/mailed
this  20"' da y of July 2007, to:

Yve tte  B. Kinsey, Esq.
Adminis tra tive  La w Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoe nix, Arizona  85007

Chris tophe r C. Ke e le y. Es q.
Chie f Counse l, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007

Ernest G. Johnson, Esq.
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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Robert W. Geake , Esq
Arizona  Wate r Company
3805 North Bla ck Ca nyon Highwa y
Phoenix, Arizona  85015
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Steven A. Hirsch, Esq.
Rodney W. Ort, Esq.
Brya n Ca ve  LLP
Two North Centra l Avenue , Suite  2200
Phoenix, Arizona  85004

Je ffrey W. Crocke tt, Esq
Ma rcie  Montgome ry, Esq.
S ne ll & Wilme r LLP
One  Arizona  Cente r
400 East Van Buren Stree t
Phoenix, Arizona  85004

Ke nne th H. Lowma n
Manage r
KEJ E Group, LLC
7854 West Sahara
Las Vegas, Nevada 89117
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Craig Emmerson, Manager
Ande rson & Va l Vis ta  6, LLC
8501 North Scottsda le  Road, Suite  260
Scottsda le , Arizona  85253
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Ande rs on  & Ba s e s  580 , LLP
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Ga llup Fina nc ia l, LLC
8501 North S cotts da le , #125
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Ken Franks, Esq.
Rose Law Group, PC
6613 N. Scottsdale Rd, Ste 200
Scottsdale, Arizona 85250
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Docke t No. W-0l445A-06-0199
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IN THE MATTER OF THE AP P LICATION OF
ARIZONA WATER COMP ANY, AN ARIZONA
CORPORATION, TO EXEND ITS  EXISTING
CERTIFICATE OF CONVENIENCE AND
NECES S ITY IN THE CITY OF CAS A GRANDE
AND IN P INAL COUNTY, ARIZONA

12 Docket No. SW-03575A005-0926
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20 AFFIDAVIT OF CINDY LILES
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CINDY LILES having been duly sworn upon her oath, deposes and says:

1. My name is Cindy Liles. I am over 18 years old. The statements made in this

affidavit ale based on my own personal knowledge.

I am Senior Vice President and Chief Financial Officer of Global Water

Management, LLC ("GWM"). I am also the Secretary of Santa Cruz Water

Company ("Santa Cruz").

27
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3. I met with Joseph D. Harris of Arizona Water Company ("AWC") 011 June 14, 2007

to accommodate the unusual request by AWC to review the journal entries that

comprised the equity of Santa Cruz. AWC did not provide advance notice of the

entries it wished to inspect, other than that they concerned equity.

Upon meeting Mr. Harris and AWC's counsel, we requested a description of the

entries they wished to inspect as the resulting value of equity For any company is

very detailed. Basically the equity includes all of the earnings (revenues less

expenses) for each year since inception along with the equity contributions made by

the parent for capital expenditures and operating shortfalls. They made a very wide

ranging request, asking for all entries involving equity for 2004, 2005, and 2006.

We agreed that the first approach would be for us to provide the detailed general

ledger where they could review each transaction and note which ones required

additional information.

I was quite disconcerted by the fact a business competitor, is given the authority to

view our internal accounting records. Nevertheless, I left the meeting to begin the

process of obtaining these records. I directed several of GWM's accountants to

assist me. The process of obtaining the requested records was complicated by the

fact that GWM switched accounting computer programs during the time fame

requested by AWC. Accordingly, data had to be pulled from two computer systems

and then integrated together.

The general ledgers for the accounts comprising equity for 2006 were ready by

11:40. However, by that t ime, Mr. Harris had lef t to go to lunch. When he

returned, I showed him the information pulled and the AWC counsel asked to take

the records with him. Because I considered these records confidential and

proprietary, I was not comtbrtable with that proposal and declined because the offer

they accepted was for only an on-site inspection. I ottered for them to stay as long

as necessary to review the records or' to come back another day. Mr. Harris stated

6.
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1 that he did not have time to review all of these materials. Mr. Harris agreed to

2

3 7.

come back another day to review the materials.

Mr. Harris returned with his associate Mr. Joel Raker 011 June 21, 2007. At that

4

5

time I provided them with the detailed general ledger accounts comprising equity

for 2004, 2005, and 2006. I also answered various questions from Mr. Harris and

Mr. Reiter.6

7 8.
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Mr. Harris and Mr. Raker reviewed the reports and noted which items required

more information. I agreed to provide these materials and said that we would call

them when they were ready.

I was not available to meet Mr. Harris on the day that worked better for him.

speed things along, I directed GWM's Vice President of Accounting, Ms. Patty

Greco, to provide the records to Mr. Harris. I also directed her to answer Mr.

Harris' questions. I received feedback from Ms. Greco that Mr. Harris was

satisfied with everything reviewed with the exception of Mr. Harris inquiring about

the variances for the years 2004 and 2005 between the ACC annual report and

general ledgers printed in 2007.

Since the visit of Mr. Harris, we have exchanged emails regarding his request to

view the differences between our ACC annual report and the financial records we

showed him. (Note that the ACC reports are due before Santa Cruz's audit is

complete, so some differences are too be expected). I have advised Mr. Harris by

email that we are preparing a variance report to explain the differences and will

have available next week.22

23 Further affiant sayer not.
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My commission expires

NOT2XRY PUBLIC

CINDY LILES

SUBSCRIBED AND SWORN BEFORE ME THIS 20TH DAY OF JULY 2007
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